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ORDER
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FINANUING APPROVAL
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August 4 and 5, 1998
Phocnix Arizona

BY THE COMMISSION:

Cn Apnd 301998 Naco Water Company, LLC ("Naco™, "Company 7, or “Applicant™) filed with
the Arteona Corporatton Commission CCommasston” ) an application for a permanent increase in water
rates. In conjunction with the rate increase request. the Company is seeking financing approval in the
amount of $620.000 from the Water Infrastructure Finance Authority of Arizona CWIFATL On May
SOT998 the Commussion’s Ultlities Diviston Staft ("Staf 1™y filed a notice that the rate application had
met the sutticieney requirement of AAC RE4-2-103 and classified Naco as a Class D Utility, Nao
notified s customers of ity proposed rate merease and as a result, to date. the Commission has recetved
no complamts tram Ccustomers.

On duly 160 W98 St filed us Staft Report, recommending that rates Jifferent than those
proposed by the Company be granted and recommending that the financing request be granted without

a hearing

Nuco 1s a limnted hability company which, pursuant 1o Decision Noo 16440-A (May 31, [945).
s certified to provide water service w two arcas. The first area consists of the Town of Naco and
contans the Naco Town sie and Bishee Highway system. The second area s focated approximately
three mides east ot Naco and contains 1 ¢ Bisbee Junction system. All three water systems are separate.

Phe Company s oot located 1o an Active Management Area,
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Phe Compussion approsed the Company s current rates in Decision Noo 60500 (November 23,
Py dncthat Decision, St recommiended that the Company file a new rate apphication and linancing
apphcaton vnee the Company and the Arizons Department of covironmental Quality ¢ ADEQ™) reached
agreciient on magor capilal nnprovements needed 1o provide rehable service and rectity the "non-
dovounted Tor” waiter Les Onc Apnl B 19980 the Company recerved @ Binding Commuiment for
Froancal Assistance from WIEA
Naee Bt 318 costomiers i the current Test Yeur ended December 3101997 ¢TY™7) Based on
FY resudts, as modified by Stadll the Company realized an operating imcome of 3909 on an Original Cost
Rate Base COCRRBT o $86.377 resulung ina 1,035 percent rate of return.
Phe Company s proposed rates would produce revenues of $180.712 and an adjusted operating
seome o $79179 tor a 9146 percent rate of return on adjusted OCRB. The Company 's proposed rates
would inerease the tpraad restdential bl having o median usage of 6,350 gallons, from $19.52 w0

-

S8 2R ansorease of 8007 peroent,

Staft proposed rates that produice a revenue {ovel of ST53.530 resulting in operating income of

SIRUOT for a 6257 pereent rate of return on adjusted OCRBL Pnder SMait s proposed rates the tvpical
median residennal bill soould mcrease from $19.52 10 $30098, an inerease of 387 pereent.

statt sdicated there hane been two o complaints that were resolved and no tormal
complatnis tded against the Company sinee the Commission s decision in its List rate case, Decision No.
HUSH i response o note of the carrent rate apphication. Staft bas recenved no consumer complamis
ST RIS

Fhe Company s apphication seflected i raie base of $89.341 0 Sttt adjusted rate base by $2.764,
resulting i an adiusted rate base of 3865770 Statt reduced Plant in Service by 38335 inereased
vovuninbated Deprecratton by $12050 and decreased the working capital allowance by 8724 based on
Nt s adiusted oxpense levels

Omeratine Revenves and bapenses

Fhe Company reported TY weler sales of $T02.4420 and Staft made no adjustments o that
resenie lesel

Fhe Compuny reported TY Operating Expenses of $107.585  Sadt made net adjustments of
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(860521 reducime TY Operating Expenses o $107.53%

Sttt increased doepreciation expense by $2.816 based upon StaitTs rates and plant balances:
deercased rate case enpense by 82,726 to reflect a three year amortization: decreased water tesung
eapense by 82416 hased upon Sttt Foagmceering’s analysis of testing expense for the next three vears
ot an annual basiss reduced salaries and wages by $3366 1o reflect a duphoation of management costs:
cend ade several other minor adpustments. Std ! s adyustments to revenue and expenses are reasonable.
he revenues amd expemses approved heremn would resultin otad operating revenae of $E53,530 and il

w
*

operating oxperses of TSI viclding operaning mcome of SS30U7 or 4 6257 percent return on
OCRB. Stat? s revenue level s predicated on the cost of debt service of $53.088 annually and based on

the expenses allowed heran, the Company should have sutlicient cash flow s meet its debt.

Rt Desten amd Cash Flow

Setther the Company nor Statt recommended changes in the Serviee Tine and Meter installation
churges nor tie seny o charges currently authonzed in Decision No, 603600, Stat] s rate design retins
the current tvo-tiored structure with o galtons in the monthiy mmmum charge. with the second ter
hegmming at 10,001 ealltons

Pinancing Reuuest

Phe Compamy s rate apphicanon inchades a request for approval of isancing g 56200000 loan from
WIF A The bean s for new construction and system uperades to the Naco Townsite and Bisbee Juncuon
systems, | he distribution mans are undersived, many of the mains are leaking and made of substandard
srstertal, and sddinonal storage s needed . Hhe terms of the loan include aninterest rate of 393 pereent
for a period of 2t vearss with monthly principal and mterest payments of 34424 1or a totad of 33088
anmathe StaitTs recommended fovel of rates will allow the Company 1o meet that debt serviee

Statf recommended that the Snancing be approved and also recommoended that the Company place

-

S0 per Wlling, per month, in a separate mierest beanng account. o be used o make the moenthls
4474 pavment. Staft behieves that customer grosth will allow the account to accumulate more thun
the nuninam of S4424 monthly and Staft believes the Company should beona position to accelerate

sepas ment

Fogmeenng StatT recommende L that six-mich diaeter muains should be the munnnum size used.

3 praisionNo - GlOHO
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st the tour-mch matns planned by the Company. Sttt believes that siv-meh mains would allow for fire
fJon and tuture demand predicated on growth. Accordmgly, Sttt recommrended that if addivonal
funding 1 the amount of 33619 s approved by WIFA 1o upgrade the mams, o surcharge should be
snplemented once draw down of the S620.000 s reached. The amount of the menthly surcharge would
be the $368 addinonast debt service divided by the total number of active connections, charged 1o each
customer untl the nevt rate apphication. The Company should notity the Director of the Uuhites Division
ef the wmennt of the surcharge and how it was caleulated at the me the draw down of $620,000 13

roached

Having considered the entire record heretn and being fully advised i the premises, the
Conmmssien Dnds, concludes and orders that

FINDINGS OF FACT

i SNaco s fnmited habiliny company engaged in providing water serviee to the public in
the area of Town of Nace, Cochise County. Artzona pursuant 1o authonty granted by the Commussion
i Deciston N Todd0-A (Mo 31 T945)

? O Aped 3, TOG8, Naco Bled an apphication with the Commission requesting authorization
to nerease s rates and Tor approval of Hinancing.

B O Mas S0 boas, Swatt filed a notiee that the rate case application had met the sutlicicacy
regirements of AL RE4-2-H05,

4 O duly To, Tog, Sttt filed s Statt Report in which 1 recommoended alternative rates
te these proposad by the Company and reconmiended approving the finapying request without a hearing,

5 Apphaant s present and proposed rates and charges, as well as St s proposed rates and

charees are as follows:

3 pECISION NO. (1O O
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MONTHLY USAGE CHARGE

SR Meter
347 Mewr

1" Mewer

LT NMeter

" MNoeter
" NMewer
4T Neer
67 NMoter

s b2

Fxcess of Mimmum - Per OO0 Gallons
Pro 1000 Gallons
100601 Gallons or more

Gallons imchuded o mimimum
Butk Water Rate - per 1.000 Gallons:

1o 1000 Gallons
P00 Gallons or more

Present
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2800
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SHLO0
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Proposed Rates

Company

817.30
17.50
ERRNE
J6 O}
4. .00

168100

26000

SO0

S2.8(G

95

i

82RO

B

SERNVICE DINE AND METER INSTALLATION CHARGLES,

{ Refundable pursuant 1o A AC R14:-2-405)

T Adeter
" Meter
" Meter
“Neter
" Aeter
Ao
" Neter
o7 Meter

. st dom ke

b 4

FRE

SERNVICE CHARGES

Patahlishment

$ 400,00
000406
04100
715.00

117000

FARS.OU

2 EBO00

3.815.00

32300

$ 400,00
$0 00
SO6L00
500

1.170.00

1585 60

2.540.00

481300

S5 (1

bstabhishment ( After Hours) RIIREY 3004
Revonnection (Delinguenty 2500 25.00
Soter Test o Correcty 3OO $30.00
Deposat * *
Deposit Interest * ¢
Reestablishmoent

{Within 12 Months) *x M
NaE Chech L1500 $15.00
Deterred Pavment 1.50% 1500
Meter Reread (1 Corrects £10.00 $10.00
Pate Fee 0.00%, (1009,

* Per Commussion rule A A C. RE4-2-403(H)

.

03D

Ln

Staft

513.68
15.68
.68
$0.68
47.68
1a .00
26000
51000

M
Lok i*«»)

oo IR

S 4000
S00.00
S00.00
71500
170.00
SRA.00

40.00

I
1.
2.5

4.815.00

$25.00
30.00
2500
$30.00
&

£

L L]

$13.00
S0

510060
{1009,

Months off system dames the monthly minimum per Commission rule AAC. R14-2-

prcistonNo. 10T ()




DOCKET NGO W.O2RB0A9R-0227 T AL
s Nace's tar vatue vate hase CTFVRBTL as indicated by the Sttt Report. s deternmined to
b SRASTT which s the same as us OCRBL
Naee s present res and charges produce adjusted revenues tor the TY of S102.422 and
adiosiod openaiimg oxvperees of STOT A resalting i operating income of $909
X Naen s proposed rates and charges would produce revenues of S1RC.T12 adjusted

aperating espenses of Sl

S and operattng meotne of $79.179,0 0 2146 pereent rate of retum on
FVRRB
ki St s preposed rates and charges would produce revenues of SISS330, adjusted

cperating oxpenses of TS and operating income of 333997 Tor a 6.2 37 pereent rate of return on

it Stafts abigstments o revenues mnd expenses, as reflected o the Statl Report are

reasonable, consequentiy we approse 1Y expenses totaling $T01.333 which based on Staft's proposed

ates and Chareos tesult m eperating income of $33.997 for 4 62 37 percent rate of return of FVRE

1 Saaco bad TR tomers at the end of the TY 304 with 3874 347 meters watli an average
monthhy teage o X435 callons and & median monthly usage of 6,350 gallons. The Company had six 1-
4

mch mcter custonmers, s LT meter customers, and two 2amch meler custormers

i Saco s propesed rates would increase the median residential il by 807 poreent. from

Candd the sverage monthly Bl by 81 5 percent from 822 65 10 S41.11

R Sttt s proposed rates would merease the medan restdential Bill by

T pereent from

S92 g0 830498 and the average monthly Bl by SO0 percent from S22 65 1o 836,060

B Sttt recommendud its proposed rates be granted without o hearmyg

bs Sttt s reveniue tevel and the rates ordered berem are just and reasonable

P Mo s clrrent with s property tives.

7 ADEQ has deternuned that the Naco Foswnsite system and the Bisbee Junction system are

curreridy debveninge water that meets the Saie Drinking Water Act qualite requirements. The Bisbee

Phghw svstem s conadercd semepub G stoce 1 serves wwwer than 15 service vconneetions and fewer
than 75 customiors. and theretfore, AT does sot actively regulate this system,

1% Phe Compaen has sequestec approval to borrasw $620,000 from the WIFA tor the purpose

0 prECision o, lo70
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o meos s onsira testind S apgrades o the Naeo Tosnsite and Biskoc Juncbon sy stems,
IR fhe Wi A wall end the funds o Naco for 20 vears ab an approxiinate S.95 percent annual
srerest rale
o I addition ot proposed rates and charges and recommending approval of the financing
request, Nt recommuended that
{a the Company set up a separate mterest beanng account and encumber $13 91 per

brihnge. per month’ for the purpose of repayiment of the WIH A Toan, sathin 60 days
of the eftective date of this decision;

ihy f WA appreves addittonal debt to upgrade the mams, the Company should be
Au!hngixgd o maplement o surchuarge o recover the addiionad debt service. wpon
draw dewn of the $620.000 und notification to the Dircctor of the Unilities
Prvision;

Wi i addition to the collection of ns regular rates and ci wrges. the Company shall
volleet from ats castomers thewr prapoertionate share of any privilege. sales. or use
tax as provided for in A AC REB-2-4090D); and

(i the Company be ordered 1o comply with the Engineering Sttt s recommendations
concermmng water foss data submssion, including installing well meters and
recordimg water pumped. with data submitted o the Commission every six
months, as onthned mthe Fagineering Report,

CONCLUSIONS OF AW

| e o public serviee corporation within the meani CArticle XV of the Anizona

Constituton cod A RS Sectons 40250 and S0-251

#

2 Phe Compossion has urisdiction over the Company and of the subject matter of the

applhication

3 Mot af the apphication was provaded snbe matter prescrrbed by low
+ Statt s reconmrendations contuned in Findiugs of Faet Noo 20 are reasonable,
Phe fnaname approned herem s dor s tul purposes within Naco s corporaie powers, is

computibic wath the pubbic interest, with sound financial practces, and with the proper performance by
Nasce ob sers e as a pubbic service corporation, and will not inpar Naco's abihiny 1o perform that service,

i -

fs Phe Dmancing approsed Boeem s for the purposes stated i the application and s

Based upon 1Y number oo customers. a minimum amount of $4.424 would be depostied

moenthiy ad castomer growth will aliow he account o accumulate more and allow the Company 1o

aveelerare repavmont of the foan

7 brosion o (OO0
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P reasonahh necessary for those purposes. and such purposes are not, wholly or in part, reasonably
- chargeable to GPCRRLING CXPENSCS Of fo meome.

0 ORDER

4 PHIS THEREFORE ORDERED that Nuco Water Company. 11 C shail file on or before August |
S AL OR. the fellowiny amended schedule of rates and charges:

“ 0 MONTHEY USAGE CHARGLE.

AR Mg $13.68

; 47 Aty 15068

X 1 Seter .68

P Mewer 16K

“ T Meter 47.6%

37 Meter 16000

& 47 Meter 26000

. 07 Aewer RELIRYY
. Galionage Charee - per 1000 Gallons:

o 10000 Gallons 5241

Y 10001 Gallons < mone SR

SOSERVICE LINE AND ME LERINSTALLATION CHARGES:
{Retundable pursuant to AAC. R14-2-40%)

14
SRR VAT Meter $ 200,466
O AT Meter 400,00
) I Meter $00.00
K EE Meter 71800
27 NMeter 117000
i 3V Meter 138500
, 47 Meter 254000
™ 6" Meter 481300
S0 SERVICE CHARGES:
hy Establishment 323,00
.. bstabhshment (After Hours) $30.00
== Reconnection (Delinquent) S23.00
- Meter Test (I Correcty $30.00
- Preparsat *
L. DepositInterest i Per Annum) *
S Reestablishment (Within 12 Months) **
v NSECheek S13.00
=7 Deterred Pavment (Per Month) 1.50%,
0 Meter Reread (1 Correcty 1000
S0 Late Fee tPer Maonth 1.50%
>7 * Per Commission rule AA. R -2-40308
. . M‘;;;:n;?s off system times te monthly minimum per Commussian rule A AC. R14-2-
ot RS9 33

8 DECISION NGO, [0TO
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IS FORTHER ORDERED that the above rates and charges shall be etfective as of date of the
et
TEINPUR TR ORDERED Naco Water Compans . 1O shall noniy s custoniers of the rates
and charges authorzad horein and the cltectnve dae of <ame By means of an et i s nest repubar

rposrahle

FEINTURTHIR ORDEREDY that Naco Water Company, T LC 15 hereby authorized 1o borrow
up b SEIHO00 trom the Water Infrastructure Pyinmee Authonty of Arzona tor aterm of up to twenty
s

RIS PURTHER ORDERED that Naco Mater Company . 1EC is hereby also authorized o
burrea ap te SSEOTH from the Water Infrastructure Binance Authont of Arvzona Tor a term of up to
taenty vears i order touperade mams w the sicanch size recommended by Stafi’

PN PURIHIER ORDERED that f the Water Infrastrecture Finance Authonty of Arivona
approves the addionad SSLo9 an financing, Nace Water Company. 11O s herebs authorized o
implement o surcharee as recommended by St and approved by the Dircetor of the Utilities Division,

PN PUR TR ORDERED that Nuce Water Company. 11O is bereby authorizad 1o AT
Ay attsas ons and tooexecute any documionts necessany 1o effectuate the authorizaiion ranted
heremahong

OIS PURTHER ORDERED that such authory shalt be expressiy contingent upon Naco Water
Comparn . FEC s use ot the proceeds for the purposes set forth in the application

FEAS FURTHER ORDERED that approval of the financing sot forth heremabose does not

corstitute of auply appioval or disapproval by the Commission of any particular expenditure of the

proceeds dorived therebs Tor purposes of establishing just and reasonable rates,

9 praistonyo 670
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FHINFURTHER ORDERED than to the extent not already accomphished, Naco Water Company,
ELC shali comply with Sttt s recommendations set torth m Findings of Fact No. 20
FHIS PURTHER ORDERED that this Decision shall become etfective immedimely,

BY GRDER OF THE ARIZON, \(()RPUE{’& FTON COMMISSION.

g b

JRMAN

",;.,.-W

. TN - ! g / -
UMMISSIONER 'OMMISSIONER z

INWIHINESS WHEREOF, L JACK ROSE. Fxecutive Se cretany of the Arnzona
Corporation Commussion, have hercunto set my tmt md caused the official seal ;
| 1%&, Commission to beaffixed a1 the (‘mnui the Oty of Pheemix, this

?ﬂ day of L1998,

PXPCUTIVE SECRETARY

DINSENTG
LAY dap

L brCsioNNo. (P22
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SERVICE TISTFOR

NACO WATER COMPANY . L1LC

PYOURE T NGO W-02860A.98-0227 and W-02860A-98-0250

Salim S Domingues, Jr
NACOWATFR COMPANY, LIC
PO Box 8318

Pueson, Arizona 83734

Paul Bullis, Chietf Counsel

Legal Division

ARIZONA CORPORA TION COMMISSION
200 West Washington Soredt

Phoenic, Arrona 83007

Phrector Undiies Pinvision

ARIZONA CORPORATION COMMISSION
P00 West Washingion Sueat

Phootiin, Arvona 83007
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